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PERFORMANCE IN 1982 



FINANCIAL INDICATORS 
Profits 

1. The table below compares Losses before Interest and Tax, and Losses after 
Extraordinary Items, for the first half of 1982 with those for the first half of 198 1 and for the 
full years 1980 and 1981. 



PROFITS 
£ million 


Full Year 
1980 1981 


First Half 
1981 1982 


(LOSS) BEFORE INTEREST 
AND TAX 


(239.9) 


(244.6) 


(143.0) 


(61.3) 


Interest Payable less 
interest Receivable 


93.6 


88.3 


47.1 


45.2 


Taxation Charge 


3.2 


6.3 


2.5 


3.7 


Minority Interests 


5.8 


5.8 


2.9 


1.5 


* Extraordinary Items 


139.0 


152.0 


30.3 


31.7 


(LOSS) AFTER EXTRA- 
ORDINARY ITEMS 


(535.5) 


(497.0) 


(258.8) 


(143.4) 


♦Extraordinary items are mainly the provisions for closure of plants or companies where operations 
are being discontinued, and costs incurred in reducing manpower in those plants which continue in 
operation. 


General Comments 










2, Plan targets for reducing trading losses will be met for 1982 and the total loss will 
also be much lower than in 1981. Both Cars and Land Rover Leyland have contributed to 
the improvement. i 



The cost of preparing for publication the Shorthand Minutes of Evidence taken before the 
Committee was £144.95. 

The cost of printing and publishing this days Evidence is estimated by Her Majesty’s Stationery 
Office at £3,168. 
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3. The economic environment has turned out much as forecast. The world recession is a 
prolonged one with low demand in most markets (although the UK car market was larger 
than forecast) and strong competitive pressures at home and abroad. 

4. In both the business Groups (Cars and Land Rover- Leyland) progress has continued 
in many aspects of operational performance. Variable costs and prices have again been 
held below general inflation whilst fixed costs have been reduced in absolute terms. 
Productivity has continued to improve generally. Industrial disputes have been at a very 
low level, with the exception of the Leyland Vehicles strike early in the year. 

5. Cars performance has continued to improve, with financial results better than in the 
Plan and losses considerably lower than 1981. 

Austin Rover has improved its performance and achieved its main performance 
targets. A lower than planned market share has been more than offset by better than 
planned cost performance. Further extraordinary costs were incurred in 1982, 
although at lower levels than 1981, as a major phase of streamlining was continued. 

Jaguar’s performance has been encouraging; 1981 losses at both trading and 
earnings levels have turned into profits. This improvement has been marked by a large 
increase in sales — in particular, a doubling of sales volumes in North America, These 
sales increases have been brought about by improvements to quality and reliability 
and by a determined sales effort. Profits have benefited from the weaker pound. 

Unipart Group continues to be profitable, although it has been affected by the 
reduced demand and competitive pressures at both home and abroad. This lower 
demand for service parts results not only from the general economic climate but also 
significantly from the improved quality of BL vehicles and the longer service intervals 
now possible. In spite of this low demand Unipart has performed better than other 
companies serving the vehicle aftermarket. 

6. Land Rover-Leyland will also record a significant impovement on 1981 largely due 
to a determined cost reduction programme, especially in Leyland Trucks as indicated in 
last year’s Plan. Demand has, however, been low and competitive pressures severe. 

Land Rover Group, exporting about 80 per cent of its output, has been adversely 
affected by the squeeze in foreign exchange earnings of developing countries 
(including oil exporters) and by the help Japanese competition has had from a weak 
Yen. As a result, profits will be lower than planned. 

Leyland Group, which incurred a large loss in 1981, has continued to suffer from the 
depressed state of the commercial vehicle market. However, significant progress has 
been made in the achievement of the radical restructuring actions identified in the 
1982 Plan and in reducing losses. 



The Pound and Competitiveness 

7. BL’s 1982 Corporate Plan assumed an average value of the pound of 93 in 1982 (UK 
trade-weighted index), compared with 95 in 1981. The actual value for 1982 was 90. The 
difference was mainly due to an underforecast of the strength of the US dollar since the 
recentreductions in the value of the pound have had little effect on its average value for 
1982 The average sterling exchange rates against the main EMS currencies and the Yen 
have been close to the Plan assumptions; — 

1982 

1982 Plan Full year (actual) 



£1 = DM 4.25 4.24 

£1 = Ffr 11,35 11,50 

£1 =Lire 2300 2363 

£1 = Yen 430 436 

£1 = $(US) 2.00 1.74 



Printed image digitised by the University of Southampton Library Digitisation Unit 



27 April 1983 ] 



THE INDUSTRY AND TRADE COMMITTEE 



3 



[Continued 



8. UK competitiveness, as measured by exchange rate changes and UK price inflation 
relative to other countries, deteriorated sharply from early 1979 to mid-1981. The drop in 
sterling in the second half of 1982 reversed only part of the loss in competitiveness. 



Sales Revenue 

9. Sales revenue from both the UK and overseas increased modestly in the first half of 
1982 compared with the first half of the preceding year. 



SALES REVENUE Full Year First Half 

£ MILLION 1980 1981 1981 1982 



UK 


1631 


1484 


752 


788 


Overseas 


1246 


1385 


653 


667 


Total 


2877 


2869 


1405 


1455 


of which direct 
exports from UK 


880 


884 


414 


454 



Capital Expenditure 

10. Capital expenditure was £83 million for the first half of 1982, compared with £103 
million in the first half of 1981. The second half figure is projected to be' significantly 
higher, but the full year figure will be within the planned level. 

11. During 1982 the BL Board and, where this was required, the Secretary of State for 
Industry, approved a number of capital expenditure programmes for new models and 
improved or expanded manufacturing facilities, planned to keep BL competitive in future 
years. 



Cash Flow and Funding 

12. Cash flow has again been contained below planned levels and the drawdown of 
Government funds in 1982 has been contained below the level agreed by the Government 
when it approved the 1982 Plan. 



PHYSICAL INDICATORS 
Product and Facility Actions 

13. Progress has continued in introducing new products and in implementing the 
streamlining programme. 

14. Among the many new products and derivatives which have been launched, the 
following are the most significant: — 

MG Metro and MG Metro Turbo and Metro Van 
Ambassador range 

New Rover range, with extra derivatives — notably the Rover 2000, Rover Turbo 
diesel, Rover Vitesse 
Range Rover Automatic 

Land Rover County Station Wagon, Land Rover High Capacity Pick-Up 
New Sherpa Commercial Vehicle Range from Freight Royer 
Leyland Freighter — a new medium weight truck 
Leyland Royal Tiger range of luxury coaches. 
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A notable introduction, which will greatly improve BL’s ability to develop its vehicles to 
the highest standards, was BL Technology’s Environmental Test Facilities, brought on 
stream in mid-year. 



15. Progress has been made in the radical restructuring of Ley land Trucks whilst 
consolidation of streamlining actions has continued in other parts of Land Rover-Leylam 
and in Cars. This has involved the closure of some facilities and terminating some products. 

The main actions have been:— 



Production of Allegro has ceased 

Coventry Engines, Speke No 1, Alford and Alder, and Solihull (car assembly) have 
1)6611 dosed 

Production of EA and FG vans, WF medium truck and ‘F’ series gearboxes has 
ceased 

Foundry operations at Leyland have been, consolidated into one main building 
Guy has been closed 

Tractor production at Bathgate has ceased. 



Market Share and Sales Volumes 

16. The UK market share was 17.8 per cent compared to 198 l’s 19.2 per cent Metro 
has been the dominant model, capturing 7.4 per cent of the market with a sales volume of 
114 550 — the leading small car in the UK. The Acclaim has also done well, but a 
continued weakness in the mid range — shortly to be addressed by LM10— put the share 
under great pressure. The UK car market size of 1.55 million exceeded the Plan figure of 
1 46 million. Sales in Europe have improved by 20 per cent with both Metro and Rover 
selling particularly well, despite generally depressed demand levels throughout most ot 

Europe, 

17. The UK truck market has remained severely depressed for the second consecutive 
year. Import penetration and competitive pressures have increased. Leyland 1 rucks has 
lost further share, particularly in the light and medium sectors with a 1982 share of 13.4 per 
cent compared to 16.0 per cent in 1981, although some of this loss was due to the early U82 
strike which affected the ability to supply and the market share in the second half of the 
year of 14.7 per cent improved compared with that for the first half of 12.0 per cent. 
Overseas sales were lower as the world recessionary effects on Leyland s markets in the 
developing countries took hold. 

18. The following tables show UK market shares and world sales volumes: — 



UK Market Share % 


1980 


1981 


1982 


Cars (Austin Rover/ Jaguar/ 


18.2 


19.2 


17.8 


Range Rover) 


Imported Cars 


56.7 


55.7 


57.7 


Includes ‘tied’ 


18.8 


17.8 


20.9 


imports* 


Leyland Trucks 


17.3 


16.0 


13.4 


Imported Trucks 


21.3 


24.0 


30.4 



*Ford, Vauxhall, Talbot. 
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World Sales Volumes 
(000) 


1980 


1981 


1982 


Cars (Austin Rover/Jaguar) 


471 


433 


429 


Land Rover Group 


- 86 


66 


67 


Leyland Group 


46 


46 


39 



Industrial Relations 

19. Industrial relations have continued to improve throughout most of BL. The only 
serious strike was that in Leyland Group (against the restructuring programme) early in the 
year. 

20. Including this Leyland strike, manhours lost as a percentage of total available hours 
was 1.62. Without it (and therefore more representative of the rest of BL) the figure was less 
than 0. 1 per cent. The figures for recent years are: 

Manhours Lost as a % of Total Available Hours 

1977 1978 1979 1 980 1981 

5.9 3.5 5.1 1.4 0.5 

21. Cars pay negotiations for hourly paid employees, covering Austin Rover, Jaguar, 
BL Technology and Unipart Group, were settled for a two-year period. The general 
increase agreed was 5.6 per cent for each of the two years on grade rates plus £3.75 per week 
bonus consolidation while maintaining the bonus earning opportunity. Pay for lay-offs in 
the event of reduced demand was also improved. 

22. In Leyland Group the hourly-paid pay round negotiations are conducted on a plant 
by plant basis. For the 1982/83 year, an agreement has been reached for hourly paid 
employees at the Leyland, Lancs sites which provides for a 5 per cent increase in average 
weekly earnings. Hourly paid employees at other plants are not due to settle until 1983 (in 
the last round they followed the settlement at Leyland). Land Rover has been established 
as a separate bargaining unit and the first Land Rover Group pay negotiations resulted in a 
general increase of 5.8 per cent with £5.25 per week bonus consolidation. The agreement 
was on a 14 month basis to give a new bargaining date of January 1st with effect from 1984. 
Bonus earning opportunity was maintained while lay ofl pay entitlement dunng short time 
caused by reduced demand was also improved. 



Manpower 

23. Manpower during 1982 has again been reduced, although less rapidly than in 1980 
and 1981. Rationalisation, particularly at Leyland, and the need to improve productivity 
when there has been no volume growth, have been the mam factors. Overseas manpower 
levels remain stable, with growth at Ashok offsetting reductions elsewhere. 



MANPOWER (000) 
AT YEAR END 


1980 


1981 


1982 


UK 


121 


95 


82 


Overseas 


23 


23 


22 


TOTAL 


143 


118 


104 
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Productivity 

24. Productivity continues to improve permitting employees in all groups to earn 
productivity bonuses. 

25. Productivity, expressed in vehicles/man/year was:- 



Vehicles /Man/ Year 


1980 


1981 


1982 
Jan- Oct 


Change 1982 
over 1981 


Cars Group 


5.06 


7.25 


8.83 


+ 22% 


Land Rover Group 


5.52 


4.86 


5.52 


+ 14% 


Le)>land Trucks 


1.25 


1.09 


1.13 


+ 4% 



26. The figures given should be treated with caution. Vehicles/man/year takes no 
account of the different work content of the different vehicles and thus comparisons 
between Groups are not valid given the quite different types of vehicles made. 



Disposals 

27. The 1982 Corporate Plan included a total target of £25 million cash to be raised 
from disposals of companies not central to the business and of properties made available 
through the streamlining of the business. The target of £25 million has in fact been 
achieved in the first year — 1982, mainly by the sale of Coventry Climax, Rearsby 
Automotive Ltd, Tractor Operations and surplus properties. 



THE 1983 PLAN 
BL OBJECTIVES 

28. The BL objectives are to be able to borrow funds at normal commercial terms on its 
own covenant and to obtain the investment of private sector funds in some of its 
mainstream businesses over the next two years as the first step towards an eventual return 
to private ownership. 



THE ORGANISATION OF BL INTO TWO GROUPS 

29. The organisation changes which became effective from October 1982 have been 
designed to build on the separate and distinct businesses. Thus two Groups have been set 
up, one for Cars, the other for Commercial Vehicles (Land Rover-Leyland), each with a 
Chief Executive. The companies which comprise these Groups are given in the sections 
describing the Group’s plans. 

30. The organisation changes provide continuity at the strategic level while providing a 
concentration of management effort in two major separate entities in order to increase 
operational efficiency and thus profitability. 



THE EXTERNAL ENVIRONMENT 
The World Vehicle Industry 

31. The main trends in the world vehicle industry are forecast to be:- 

Fierce competition against a background of slow growth and in some markets 
stagnant or even reducing demand for the products in an industry used to high growth 
rates. There are exceptions — the UK car market is forecast to grow — but many 
Truck and Land Rover markets will be severely restricted. 
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Most European and USA vehicle manufacturers facing financial problems of low 
returns and tight cashflows, 

Japanese competitiion continuing on price and increasing on product. Further gains 
in market share by the Japanese outside Europe and the USA. 

Developing countries markets increasing their self-sufficiency in manufacture. 
Increasing sophistication in products and in the manufacturing process 
An increase in links between companies to enhance technical and business strength 



The Economic Background 

32. In the short term, a modest consumer led UK recovery is expected. This UK 
outlook is somewhat better than projected in the last Plan but world outlook, especially for 
the developing countries, is worse. 

33. For currency, sterling is not forecast to be significantly different from last year’s 
Plan projections. The Plan, now ever, is forecasting a significant shift in values between 
currencies, in particular a weakening of the US dollar, compared with the 1982 forecast. 

34. For UK competitiveness (currency and relative inflation combined) the outlook is 
somewhat better than last year’s Plan mainly due to lower UK inflation. 



FINANCIAL PROJECTIONS 

35. BL as a whole aims to approach break-even at the trading level in 1983 and at the 
pre-tax level in 1984. 



Funding 

36. In approving the 1981 and 1982 Plans, the Government approved funding of £990 
million for the years 1981/1982 and 1982/1983. BL indicated a need for a further £150 
million during 1983/1985, making a total of £1,140 million. In this, the 1983 Plan BL has 
committed to reduce the further funding call to £100 million making a total of £1,090 
million. 



Disposals 

37. The strategy of disposing of companies not central to the business and of surplus 
properties is continued in the 1983 Plan. The 1982 Plan contained a provisiion for 
refurbishing and developing properties to facilitate third party industrial ventures. 
Particular efforts have been made by a project team established by Leyland Vehicles to 
utilise the redundant factory space at Guy, Wolverhampton and Bathgate. This policy has 
been continued in the 1983 Plan. 



Costs 

38. The 1983 Plan sets even higher cost competitiveness targets than in previous plans 
largely because of the fierce international competition within the world vehicle industry. 
Both fixed and variable costs will be reduced in real terms The actions being taken to 
achieve these results are largely in the same fields where results have been increasingly 
successful in the last few years, but with even higher standards being set. The success so far 
gives confidence that these higher standards will be met. The actions cover:- • 

Improving productivity through investment in new machines and tools, changes in 
factory layouts and work flow, better production management, reduced breakdowns 
and stoppages. 

Designs of product and components for ease of manufacture. 
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scale of production needed for competitively low costs. 

Continuing pressure on and encouragement to component suppliers, to improve 



quality and reduce costs. 

Purchasing parts and materials at internationally competitive prices. 
Collaboration 



M 0 The number of people employed by both Cars and Land Rover-Leyland has 
continued to fall but, from end-1982, manpower numbers are expected to remain relatively 
stable with productivity growth meeting increased demand and thus reducing unit co ts. 



QUALITY AND RELIABILITY 

40, Higher and more consistent levels of quality and reliability are being targeted for all 
products. 

41 All companies have developed action plans to improve design quality and 
manufacturing quality. Introduction of better test facilities, operator education, more 
comprehensive audits and special task forces to tackle particular problems are some of the 
methods being used. 

47 New products at Leyland Trucks have shown much improved records on quality 
and~reliability. In Cars, the Metro and the Triumph Acclaim continue to set high standards. 
Similar or higher standards will be attained on the new products to be launched in the Plan 
period. 



COLLABORATION 

43. Collaboration is essential for all the major vehicle businesses, both to assist in the 
recovery to commercial viability and to give the long term strength necessary for obtaining 
consistent and acceptable commercial results. It remains a major strategy in the 1983 Plan. 

44. Progress on collaboration arrangements continued to be made in 1982 with the 
following:- 

Advanced discussions with Honda on the XX project — the joint design and 
development of a range of executive cars. 

Agreement reached for joint manufacturing, with Cummins, of a Family 1 series of 
engines for Leyland Vehicles. 

Separate agreements with Perkins for the development of diesel versions of the V 8 
and f O’ series petrol engines. 



CARS OPERATIONS 

45. Cars operations is made up of the following main units: — 

Austin Rover Group Holdings Ltd. 

Comprising: — 

Austin Rover Group Ltd — design, development, manufacture and marketing of 

Austin-Rover vehicles world-wide 

BL Technology Ltd — Research and Development, Advanced Engineering, Test 

Facilities. Technical Audit. 
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Jaguar Cars Ltd — design, development, manufacture and marketing of Jaguar and 
Daimler cars worldwide. 

Unipart Group Ltd — development, manufacture and marketing of components and 

parts. 



A USTIN ROVER GROUP HOLDINGS 
Austin Rover Group 

46. Following the holding strategy up to end of 1980, the company is in the product led 
recovery phase which will be taken a stage further with the introduction of the LM10 in 
early 1983 and the development of this family of medium cars in subsequent years. 

47 . Manufacturing plans are to concentrate assembly at the two plants, Longbridge and 
Cowley, with high capacity utilisation at both. LM10 production has begun at Cowley for 
the 1983 launch. 



BL Technology 

48. As well as providing test facilities to the product companies, BL Technology is 
undertaking a major research and development programme into “tomorrow’s” car. The 
recently announced Energy Conservation Vehicle 3 (ECV-3) is believed to be among the 
foremost research vehicles of its type, demonstrating advanced materials, manufacturing 
and engineering technologies. 



JAGUAR CARS 

49. Jaguar’s strategy of concentrating on improving quality and reliability of the 
existing product range of outstanding cars has produced successful results. The strategy 
now is to build on this with product replacements to be introduced with the highest 
standards in the luxury car market. 

50. Manufacturing plans cover the continued improvement of the Browns Lane 
assembly facility, the body manufacturing facility at Castle Bromwich and engine and 
suspension unit manufacturing facilities at Radford. 



UNIPART GROUP 

51. Unipart has responded to the reduced demand for service parts by increasing its 
efficiency to maintain its cost-competitiveness and by increasing its sale of ‘all-makes’ 
products. Here Unipart will continue to build on an already successful ‘all-makes’ 
programme with its very strong brands, including SU Butec, and to expand further on an 
established technical pedigree. At the same time the programme to reduce costs for those 
sectors of the business faced with declining demands will continue. Manufacturing cost 
performance and efficiency will be improved substantially. 



LAND ROVER-LEYLAND GROUP 
Composition 

52. The Group is organised in three parts: — 

1. Leyland Vehicles Ltd 

2. Land Rover UK Ltd 

3. International Companies 

Leyland Vehicles Ltd is itself made up of:- 

Leyland Trucks — design, development, manufacture and marketing of trucks above 3.5 
tonnes and of truck components 
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Leyland Bus — design, development, manufacture and marketing of buses, coaches and 
components 

Leyland Parts— marketing of parts for LVL products and Multipart ‘all-makes’ 
commercial vehicle parts 

Land Rover (UK) Lid comprises: — 

Land Rover 
Freight Rover 



International Companies cover Land Rover-Leyland’s major overseas activities, which are 
centred in Africa and India. In Africa there are a dozen assembly and sales operations 
which handle both Leyland trucks, buses and Land Rovers. Most of these companies are 
wholly owned although Leyland Nigeria, in which Land Rover-Leyland has a 40 per cent 
holding, is largely controlled by local interests. In India there are two major companies in 
which there is a majority shareholding, Ashok Leyland and Ennore Foundries. Ashok is 
concerned with the development and manufacture of commercial vehicles in India with the 
activities of Ennore largely devoted to supporting Ashok. 



LEYLAND VEHICLES LTD 



Leyland Trucks 

53. The 1982 Plan pursued a programme of major physical and organisational 
restructuring with a strategy of maintaining a full product range, whilst reducing the 
complexity and extent of manufacturing operations. This was aimed at protecting the 
market and distribution base, reducing investment demands, improving scale economies, 
increasing flexibility and lowering the breakeven level of the business. 



54. This strategy is being continued in the 1983 Plan and the introduction of key new 
models is proceeding on target with the first high-volume selling model in the T45 
range — the medium-weight Freighter — coming on stream early in 1983. 



Leyland Bus 

55. Leyland Bus has taken full control of Bus Manufacturers (Holdings) Ltd in which it 
and the National Bus Company both had a 50 per cent shareholding. Leyland Bus is 
developing its product range and its overseas marketing efforts to help counteract the very 
substantial decline in the UK stage carriage bus market in the past two years. The latest 
model form Leyland Bus, the Royal Tiger, is a fully integral luxury coach and has been 
described as the most significant vehicle of its type by the technical media. A major 
improvement in Leyland’s share of the coach market had been secured even before this 
model was launched. Orders have also been received for the first forty of the new Railbus 
from British Rail. 



Leyland Parts 

56. Leyland Parts has continued to improve its service to Leyland trucks and buses 
throughout the world and has consolidated its activities at the new computer-controlled 
warehouse facility at Chorley. A further expansion of this facility will be opened during 
1983. Leyland Parts has also further developed its all-makes Multipart programme. 
Multipart business is proving an important adjunct to many Leyland truck distributors. 
Self-Changing Gears, the Coventry-based specialist transmissions manufacturer, gained 
valuable military orders in 1982. 
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LAND ROVER UK LTD 
Land Rover 

57. The product strategy remains that of substantially improving the current range of 
4x4 models where Land Rover presently compete (the new Stage 2 vehicle will be 
launched in Spring 1983). Emphasis will be on sustaining a unique specialist image, based 
on exceptionally high standards of reliability, durability, adaptability and on/off road 
flexibility. 

58. Manufacturing productivity will continue to be improved to close the gap with the 
Japanese, the principal competitors. Marketing effort will be stepped up to offset lower 
volume growth expected in the main oil developing markets. 



Freight Rover 

59. The new Sherpa commercial vehicle range, with an increased number of derivatives 
(eg 4 wheel drive, electric, leisure) has greatly strengthened Freight Rover’s market position 
and been the prime factor in Freight Rover increasing its share of a larger market in 1982 
after the poor performance in 1981. A further factor has been the Japanese commitment to 
restrain van imports — it is essential that this restraint continues. For the future, the 
existing range will be further strengthened and, of the greatest importance, a range of larger 
Sherpa vehicles will be introduced in 1983. 



INTERNATIONAL COMPANIES 

60, The very major expansion of activities in India which has been outlined in previous 
Plans has continued with the opening in 1982 of two new assembly operations designed to 
increase Ashok’s coverage of regional markets. 

61. The outlook for the Land Rover-Leyland companies in Africa has been severely 
affected by deepening recession in many of the national economies in the continent. 
Despite this, sales to Africa continue to be one of the Group’s most significant sources of 
revenue. New product actions, notably Landtrain and Landmaster trucks and the new 
version of the Land Rover due early in 1983, will play an important role in the future 
development of the Group’s activities. 



NJC 

15.2.83 
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Examination of witnesses 
S.R A,™*B,o E , Chains, Mr R 

BL pic, called in and examined. 



Chairman. . . 

1. May I welcome to this public sitting 
of the Select Committee on Industry and 
Trade Sir Austin Bide and his colleagues 
from British Leyland. Sir Austin, the Com* 
mittee is glad to have the opportunity tor 
the first time to meet you in your present 
position as Chairman of British Leyland 
and we are seeking to follow up a number 
of matters relating to the financing and 
future prospects of British Leyland. Indeed, 
in the days of your predecessor that had 
become an annual event. It so happens that 
this sitting today follows the settlement, I 
believe, of an industrial dispute in which 
the company has been engaged but, as you 
know, this meeting was fixed quite a con- 
siderable time ago and it is purely coinci- 
dental that we are sitting this morning 
dealing with the various matters. Sir Austin, 
before we go into the detailed questioning, 
which covers quite a large range of matters 
with which you are concerned in running 
British Leyland, I wonder if you could first 
clarify in our minds the total funding as of 
today provided by the Government? Can 
we agree that between 1975 and to date 
there is a total Government funding of 
£2,300 million? 

(Sir Austin Bide.) Chairman, this is a 
subject of which 1 know very little and to 
which Mr Fitzpatrick has given attention. 
Perhaps he will confirm or otherwise the 
figure you have just mentioned. 

"(Mr Fitzpatrick.) I do not recognise that 
figure exactly. According to my figures, to 
the end of the first quarter of this year, 
indeed to date, we have received £2,138.5 
million from Government. That does not 
include the amount paid for the purchase of 
the shares originally which went to the 
shareholders and it does not include the 
money required to set up wholesale vehicle 
finance, which I believe has been of the 
order of £11 million. 

2. In point of fact, that figure I quoted 
does include the Government commitments 
at the present time for further funding? 

(Mr Fitzpatrick.) I think it does, yes. 

3. Sir Austin, in 1982 British Leyland’s 
share of the United Kingdom car market 
reached a record low of 17.8 per cent. 
Indeed, market share has been below 20 per 



cent since 1978. Do you expect British 
Leyland to exceed 20 per cent this year? 

(Sir Austin Bide.) I wonder if I could ask 
Mr Horrocks. 

(Mr Horrocks.) Chairman, the answer to 
that is no, we do not expect to exceed 20 per 
cent this year. If I may add to that, 
Chairman, we do expect to get very close to 
20 per cent this year. 

4. What is BL Cars’ share of the Euro- 
pean market outside the United Kingdom? 
How has this changed and what share do 
you hope to achieve? 

(Mr Horrocks.) The share for Continen- 
tal Europe as such, if I may go back to 1981, 
was just under 1 per cent of the market. Last 
year we had improved that to 1.15 and in 
the first quarter of this year we are register- 
ing further improvements on that figure. 

5. Substantially or modestly? 

(Mr Horrocks.) If I may answer your 
question literally, if one looks at the Euro- 
pean Common Market, and particularly at 
the larger markets like France and Italy, we 
have registered increases of more than 30 
per cent in volume terms between 1982 and 
1981 and in the first quarter of this year we 
are seeing a 43 per cent increase in France, 
whose general demand level for cars has 
been lower than 1982, 30 per cent in 
Holland and 19 per cent and 17 per cent in 
Germany and Ireland, respectively. 

(Mr Mikardo.) Which models have been 
particularly responsible for that welcome 
increase? 

Chairman 

6. Before you answer that, can I put it 
this way. Is it fair to say that Metro saved 
British Leyland from oblivion but actual 
recovery depends on the performance of the 
Maestro? Could you answer the two ques- 
tions together? 

(Mr Horrocks.) Yes, Sir. 

(Sir Austin Bide.) To both, yes. 

7. The answer is yes? 

(Sir Austin Bide.) Yes to both questions. 

Mr Mikardo 

8. Could I have the answer to my 
question? 
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(Mr Horrocks.) Through the Chair, the 
important volume models for us in Europe 
which have given us the increase are the 
Metro, the Acclaim and, to some extent, the 
Rover car, particularly the diesel version. If 
I may add to that, Chairman, we do have, 
therefore, on that basis high expectations in 
volume sales on the Maestro when we 
launch that car into Europe later this year. 

Mr Maxwell-Hyslop 

9. How harmful to you is the quite 
disproportionate import duty on British 
cars into Spain, or, putting it the other way 
round, how much scope would there be if 
we could get reciprocal duty rates with 
Spain? 

(Mr Horrocks .) Yes, it is harmful. There 
is no doubt at all that our sales competiti- 
veness and our margins are constrained on 
sales into the Spanish domestic market. We 
welcome the initiatives taken between the 
Department of Trade and the Spanish 
Government recently. We regret that those 
arrangements do not embrace the smaller 
engine cars like the bottom end of the 
Metro range, which is important to us and 
particularly important in Spain, and we 
look forward to that being the next step in a 
further easing of the tariff barriers that 
stand between Spain and ourselves. We are 
also mindful of the massive trade that runs 
in the other direction, which, of course, 
presents a difficulty to us in our own 
domestic market. 

Chairman 

10. Is British Leyland’s share of various 
sectors of the commercial vehicle market, 
such as car-derived vans, panel vans, heavy 
trucks, buses and coaches, showing signs of 
reaching long-term recovery? 

(Sir Austin Bide.) This is a question I shall 
have to ask both of my Managing Directors 
to deal with. Would you like to reply on the 
cars side, Ray? 

(Mr Horrocks.) Chairman, as far as the 
commercial vehicles that are concerned in 
my division are concerned, these are the 
lighter vehicles derived from a basic car 
model and we are seeing improvements. We 
always have had a significant position in the 
domestic market, some 30 per cent-plus of 
the market. We are seeing significant addi- 
tional sales on the Metro van and, of course, 
we look forward to improving our position 
still further when the Maestro van appears 
in the future. 

(Mr Andrews.) On the light commercial 
vans side, speaking first about the Sherpa 



van, in the sector in which that competes it 
achieved 16.6 per cent of this sector of the 
market last year. This year in the first 
quarter it is achieving over 21 per cent of 
that sector and sales are continuing to 
perform very well and we are very confident 
about its future. Our position in the next 
size up of market will be further strength- 
ened later this year when we introduce a 
new larger van. In the case of the trucks, last 
year our market share was affected by a 
long dispute, with which this Committee 
will be familiar, because I think that dispute 
was on when we met with you last year, and 
our share then dropped to 13 per cent. This 
year in the first quarter we have improved 
our share to something over 16 per cent and 
we would expect to maintain that sort of 
level this year. Further improvements will 
depend on further introductions of new 
models which are planned and are coining 
along. In the case of the bus markets, the 
position is that, first of all taking the coach 
market, last year we achieved 37.6 per cent 
of the market, which was very marginally 
down on the previous year, and this year to 
date we are running at about 35 per cent of 
the coach market. In the stage carriage 
market, that is double-decked and single- 
decked buses, again this year we are run- 
ning at about 61 per cent in double-deckers 
as compared with 59 per cent the preceding 
year, and in the single-deckecf market, 
which is now at a very reduced level again, 
the market size is only 59 units and we have 
achieved 70 per cent of that sector. So, our 
position in buses and coaches is strong and 
is holding up well. 

(Chairman.) Thank you very much. Let us 
now turn our attention to some individual 
detailed points. Lest you are wondering 
what may be happening about industrial 
relations, we shall be coming to that in due 
course but, first of all, as we go through let 
us deal with the question of profits. 

Sir Peter Emery 

11. Sir Austin, obviously we would not 
want solely to judge BL on profits but you 
will understand they are of great impor- 
tance to this Committee and to the tax- 
payer. I wonder, therefore, whether you 
could update us on the claim made by your 
predecessor that BL aims to approach 
break-even at the trading level in 1983. 
How near will you succeed or how much 
better than that will you be able to achieve? 

(Sir Austin Bide.) The answer is, of 
course, that at this stage in the year frankly 
I do not know. We are quite early on in the 
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year and matters such as you referred to 
earlier, Sir Donald, about Cowley do not 
help. Frankly, I do not know but I do know 
enough to say that I am prepared to adhere 
to the statement. Our aim is still to break 
even in 1983, but I cannot give you de- 
tailed information. 

12. Then if that is the case — and we 
are, I am certain, pleased to hear so does 
this mean that BL expects to earn profits at 
the pre-tax level in 1984? 

(Sir Austin Bide.) That was part or our 
plan and it remains part of our plan. 

13. Will this be mainly achieved on the 
Maestro or does this and will it require 
contributions from further models, such as 
the LM11, for instance? 

(Sir Austin Bide.) It is a function of the 
entire business, of which, of course, the 
Maestro is a substantial contributor. 

14. But only a substantial contributor? 

(Sir Austin Bide.) Yes, the whole business 

is the thing one must judge by. 

15. Could we look at different sections. 
What about Land Rover and Unipart? Are 
they still trading profitably? 

(Sir Austin Bide.) As to Unipart, Ray, 
what would you say on that score? 

(Mr Horrocks.) Chairman, I would say 
yes. 

16. And Jaguar on the bottom line post- 
tax basis? 

(Sir Austin Bide.) Yes. 

17. Then when do you expect Austin- 
Rover to be able to emulate Jaguar? Have 
you any sort of dates perhaps for trading, 
pre-tax and post-tax profits? 

(Sir Austin Bide.) I think on ARG as a 
whole it is really not possible to say at this 
stage. 

18. But if you were going to be able to 
bring us BL’s expectations of profit in 1984 
you would hope Austin-Rover could be 
very nearly at break-even by that time? 

(Sir Austin Bide.) We shall certainly be 
aiming for it. 

19. Can I then turn to Leyland Vehicles 
for a moment. Is this still the biggest single 
loss-maker and when do you expect profita- 
bility to be achieved in that area? 

(Mr Andrews.) Our business divides into 
three parts. The truck business is still 



unprofitable and represents the most diffi- 
cult problem that I face, partly as we absorb 
the effects of the restructuring that was 
undertaken last year and partly because the 
market for trucks is still in recession. We are 
now in a third year of recession in trucks so 
that is having an impact on our ability to 
recover the business. Our bus business is 
now trading profitably and our parts busi- 
ness is trading profitably. Taking the three 
together within Leyland Vehicles, however, 
we are still making a loss. 

Mr Mikardo 

20. Could I ask Mr Andrews whether 
his sales of trucks and buses in overseas 
markets, or some overseas markets, are 
affected by non-tariff barriers erected 
against us, such as environmental standards 
or quasi-environmental standards or pre- 
tended environmental standards? 

(Mr Andrews.) They are a factor with 
overseas sales but it would be wrong of me 
to say they are a major factor to us at this 
point in our development. 

(Sir Austin Bide.) Unless I misheard Mr 
Andrews, he said in response to Sir Peter 
Emery’s question that Leyland Vehicles last 
year was the greatest loss contributor. That 
is not true for BL as a whole. ARG was. 

21. Was a bigger loss-maker than Ley- 
land Vehicles? 

(Sir Austin Bide.) Slightly bigger. I 
wanted to correct a possible misconception. 

22. I am most grateful. Can I then 
consider one other point. In the 1982 
accounts special provisions were made, one 
of £72,5 million approximately, for losses 
arising from the implementation of the 
company’s restructuring. If we are looking 
at BL’s profit and loss acount for 1983 and 
1984 what special items, or are there any 
special items that you see arising in those 
two years which would affect the overall 
profitability? 

(Mr Fitzpatrick.) As Sir Austin said 
earlier, it is obviously very difficult to 
predict these things at this stage but our 
expectation is that the figures for extraordi- 
nary items would be very small in those two 
years — negligible really. 

23. Under £10 million? 

(Mr Fitzpatrick.) I would not want to be 
that precise but it is in that sort of range, 
yes. 

24. Obviously when you have industrial 
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disputes the accountants must be working 
on the problems which these bring about. 
Are you able to estimate what increased 
financial burden — I will not use the word 
“losses” necessarily — the stoppages in 
your plants over the last 12 months have 
had? 

(Mr Horrocks.) I will hazard a guess in an 
attempt to answer the question, Chairman. 
In my group, inasmuch as stoppages occur- 
ring over the past 12 months, as it were, 
have been concentrated in the last five 
weeks, I think really that is the point I 
would make to the Committee, if I may, 
and secondly, also to say, as Sir Peter 
implies, that people are working on the 
effect. That is absolutely true. They are 
working on assessing the impact of the 
Cowley dispute because they are back at 
work this morning and making motor cars, 
so I do not have a finite number at the 
moment or even available — and I apolo- 
gise for that — but assuming that we had 
full production of all the cars that would 
have been built in the Cowley plant during 
the time of the dispute, we know the 
showroom value of those cars is about £120 
million. 

Mr Maxwell-Hyslop 

25. What loss to you, because the VAT 
does not benefit you nor does the car tax? 

(Mr Horrocks.) We have not computed 
that figure at this point of time. 

Sir Peter Emery 

26. But you or the Financial Director 
must have a rough idea because materials 
will not be used as well as parts and pay, 
etc. Would it be that, as far as Leyland are 
concerned, the direct cost loss would be in 
the region of 50 per cent or 40 per cent? I 
am talking while perhaps you can have a 
moment to discuss this but if you were able 
to give us a rough percentage I think that 
would be helpful? 

(Mr Horrocks.) Regrettably, Sir Donald, 
the only figure I can reliably give to the 
Committee at this point of time is an 
estimate of the revenue we have lost, the 
revenue to ourselves, our particular income, 
if you like, from that £120 million. 

27. That would be helpful. 

(Mr Horrocks.) I would suggest that is m 
the order of £70 or £80 million, a potential 
loss of £70 or £80 million of revenue 
incoming to the company. That is based on 
the assumption, of course, that all the 
production programmes were completed in 



full in that period. 

28. But there is no estimate of the part 
offsetting saving in expenditure? 

(Mr Horrocks.) We have not computed 
that at this point of time, I regret. (Mr 
Mikardo.) I wonder if we could ask Sir 
Austin if he would be good enough to let us 
have a note when the computation has been 
made. 

Chairman 

29. It would be helpful if you would let 
us have a considered note on this? 

(Sir Austin Bide.) When we have made 
the computation we would be glad to let 
you have it. 

(Chairman.) Let us turn our attention to the 
question of viability. 

Mr Mikardo 

30. A main objective laid down in the 
summary of your 1983 Corporate Plan is 
the ability “to borrow funds at normal 
commercial returns on its own covenant.”. 
In the 1982 Plan the objective was to 
achieve a return on assets, that is, profits 
before interest and tax, of not less than 15 
per cent in a 5- to 10-year period. Can you 
kindly update us a bit on that? What sort of 
time scale are we now looking at before 
financial viability can be expected? 

(Mr Fitzpatrick.) If we are talking of the 
business as a whole I think we are talking 
about towards the end of the decade. It may 
be that part of the business would be in a 
much better position quite a lot earlier than 
that. 

31. The Government already having 
invested, as you have told us earlier, rather 
more than £2,000 million in BL, they have 
agreed to provide a further £100 million. 
Earlier you had envisaged a need for £150 
million and you said last year that “formal 
Government approval has not yet been 
sought for this,”. There is that difference. 
Are you content with the change which, as I 
understand it, is linked in the Annual 
Report to the intention to seek private 
sector equity? 

(Sir Austin Bide.) So far as the diminution 
of requirement is concerned, Mr Chairman, 
which I think is what lies behind Mr 
Mikardo’s question, we have managed 
quite substantially to improve our cash flow 
and it is on that account basically that we 
have felt able to change the figure and 
diminish it. That is the simple, straightfor- 
ward explanation. 
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32. So what you are saying, Sir Austin, 
is that your lower need comes about from 
cash flow and not from any calculations or 
expectations about private sector equity? 

(Sir Austin Bide.) Yes, cash flow. 

Mr Cockeram 

33. Sir Austin, the 1983 Plan envisages 
privatisation. How near do you think the 
first steps are to that? 

(Sir Austin Bide.) I am not really sure at 
this stage. You will, as I am sure the 
Committee will, appreciate that in order to 
do a thing like that there is a great deal of 
preparatory work that has to be performed, 
a lot of investigation, a lot of planning and 
so on, because the one thing that would be 
very harmful would be set about a privati- 
sation action in a premature way. It is 
something that really has to be carefully 
planned for. At this moment of time I 
cannot give you dates because I do not 
know dates. Our work in preparation has 
not gone yet far enough. 

34. Would you envisage one bite ol the 
cherry or would you envisage it being 
achieved by a series of steps, for example, 
perhaps Jaguar cars before another sector 
of your company? 

(Sir Austin Bide .J One is entering the 
realm of hypothecation but it could easily 
happen step-wise. What one has to do one 
has to do in what seems to be the best way 
at the given time. I would think the 
likelihood of achieving simultaneity in mat- 
ters of this kind is perhaps not all that great 
but I would not eliminate it as a possibility. 
One will simply, I think, have to be 
practical and pragmatic about these things. 

Mr McNally 

35. I wonder whether that piecemeal 
approach would not just leave the taxpayer 
to pick up a very large tab, having creamed 
off the better part. That is the other worry. 
We have gone through, and this Committee 
has gone through, billions of taxpayers’ 
money and now the alternative is to cream 
off and leave the taxpayer with the bill? 

(Sir Austin Bide.) What you say could 
well be so. It must be a part of my Board’s 
plan to take that into account. 

36. It is not very attractive to the 
taxpayer though? 

(Sir Austin Bide.) No. We will have to 
take account of all the aspects and elements 



of the matter but our first duty laid upon us 
is to create a proper, sensible privatisation 
plan. I do not deny your comments. 

Mr Cockeram 

37. Since that planning process has 

hardly started, I think you said 

(Sir Austin Bide.) It has started. We are 
not at this moment, as it were, m the market 
but we are planning and planning very 
carefully. 

38. Would it be true to say then that 
there is no possiblity of a first step, piece- 
meal or otherwise, within, say, 18 months? 

(Sir Austin Bide.) No, I would not say that 
at all. 

39. You think it is possible? 

(Sir Austin Bide.) I would think it could 
well be possible. 

40. That during 1984 the first steps will 
be taken? 

(Sir Austin Bide.) I am not m a. position to 
guarantee that but I think it is quite 
possible. 

41. Lying behind that, of course, as Mr 
McNally indicated, is the desire to ensure 
that your future capital requirements are 
obtained from the market rather than from 
the taxpayer. 

(Sir Austin Bide.) We do not want another 
penny piece from the taxpayer if we can 
possibly avoid it. The right way to get 
money for a viable business is through the 
market 

(Mr Cockeram.) Yes, but, Sir Austin, par- 
dom me if this sounds cynical but this 
Committee has met a number of Chairmen 
of a number of nationalised industries and 
heard that before. 

(Sir Peter Emery.) It is not new. 

(Mr Cockeram.) You must understand, 
therefore, that we perhaps approach it a 
little differently from the way you approach 
it. I think we will leave it at that. 

Sir Peter Emery 

42. Could I ask one question of Sir 
Austin? I took down the words he used, 
which were that it was necessary to have a 
proper and sensible privatisation plan. We 
are delighted to hear that but in your 
judgement, Sir Austin, could you meet that 
definition if you sold off in sectional parts 
part of your total business only to be left 
with that part which is significantly loss- 
making and would require further subsidi- 
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sation from the Government? Would that 
be considered by you a proper and sensible 
privatisation plan? 

(Sir Austin Bide.) I do not know at this 
stage. It is something that the Board would 
have to consider and take very carefully 
into account. 

43. I am surprised by that answer. Do 
you not know that it would be sensible to be 
left with a major loss-making part of the 
business? Would that be sensible? 

(Sir Austin Bide,) If one has a business 
part of which, and perhaps even at the end 
of the day only parts of which, are viable, 
then it seems to me that one has to deal with 
those viable parts in a proper and sensible 
way. The fact that there might be left some 
non-viable residue is simply, it seems to me, 
a consequence of a given state of affairs at a 
given time. That remaining part either is or 
is not viable as a business. 

44. Then is not the conclusion from 
what you have now told us that you would 
then have to close down, if there is to be no 
more money from the taxpayer, that part of 
the business which is not viable? 

(Sir Austin Bide.) At the end of the day if 
a business is not viable and cannot be or 
would not be supported then that is correct. 



Mr Mikardo 

45. Can I put it to you with great 
respect that there is a self-contradiction in 
what you have been saying because you 
have said for the whole of the enterprise 
you would want to raise capital in the 
market. As you sell off the more profitable 
bits and are left with the unprofitable ones, 
you are left with a part of the enterprise 
which can continue to exist only with 
Government subvention. Nobody in the 
market is going to put money into an 
enterprise which subsists only with Govern- 
ment subvention. Nobody would buy 
shares and nor would I in an enterprise of 
that sort. What you are really saying is you 
envisage going to the market for the cream 
parts and to Hell with the rest, because you 
will not get money from the market for the 
rest? 

(Sir Austin Bide.) There is an assumption 
that lies behind what you are saying which I 
do not think I am prepared to accept at this 
stage, which is that there are parts of the 
business which are irrecoverable and which 
by some definition are non-viable. l am not 
prepared to concede that is so at this stage, 



46. But, Sir Austin, when you look at 
this transcript of our proceedings you will 
find that a minute or two ago you said 
precisely that. You said parts of the enter- 
prise which at the end of the day may not be 
viable at all. 

(Sir Austin Bide.) “May not be via- 
ble” — I am not prejudging the situation, 
neither am I guaranteeing that we can turn 
absolutely everything into a state of viabil- 
ity. I do not know at this stage but I know 
what we are aiming for. 

Chairman 

47. Let me ask a question arising out of 
this problem of privatisation. You have 
been there now about six months, Sir 
Austin. Do you find that uncertainty about 
the timing and type of privatisation has any 
impact on morale within the company? 

(Sir Austin Bide.) My managing Director 
colleagues perhaps may want also to com- 
ment on that but from my own observation 
and experience I have not observed a 
damaging effect on morale. You said six 
months just now. I have, in fact, been in the 
business since the day Michael Edwardes 
and I joined together, which is over five 
years ago, and my answer to you is that I 
have not observed such a deterioration, but 
if Mr Horrocks or Mr Andrews feel differ- 
ently I do not doubt they will say so. 

48. I did mean in your present capacity. 
I know you have been on the Board before. 

(Sir Austin Bide.) Yes, indeed. 

(Mr Horrocks.) May I say I would 
emphasise what my Chairman has said. Not 
only has the question of privatisation not 
put management morale at risk, in fact it is 
the reverse. The fact that privatisation is at 
some point in time in prospect encourages 
the managers to strive for that and render 
their businesses viable, and if the prospect 
of returning the companies concerned to the 
private sector were taken away there would 
be the very morale problem you are point- 
ing to at the moment. 

Mr Crowther 

49. Are you saying that managers did 
not attempt to render their businesses viable 
as long as there was no prospect of privati- 
sation? 

(Mr Horrocks.) I am suggesting that the 
organisation that obtained before 197 8 ac- 
tually rendered managers incapable of 
understanding what a viable business was. 

50. You must have had some astonish- 
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ing managers in that period? 

(Mr Horrocks .) Chairman, those number 
among the people who are no longer with 
us. 

(Chairman.) Let us have a look at the 
present organisation. 

Mr Maxwell-Hyslop 

51. Leaving aside the immediate ques- 
tion of privatisation, Sir Austin, what are 
your plans for the two Jaguar entities, 
Jaguar Car Holdings and Jaguar Cars? Are 
you planning to remove them from being in 
any way connected with the Austin Rover 
Group?’ They have, of course, in Mr Hor- 
rocks the same Chairman and then Mr 
Egan, but there was a time, was there not, 
when they were not even allowed to call 
themselves Jaguar and had to call them- 
selves British Leyland Large Cars or some- 
thing? To what extent does the health of 
Jaguar Cars depend on standing on its own 
feet rather than being the older brother or 
larger brother, if you like to put it that way, 
of Austin-Rover? 

(Sir Austin Bide.) The arrangements as 
they are now are such that although Jaguar 
Cars is organisationally, formally, a part of 
the ARG Holdings structure 

(Mr Horrocks.) No, Sir, excuse me 

(Sir Austin Bide.) Sorry, I used the wrong 
term. Jaguar Cars comes under Jaguar Cars 
Holdings, which is separate from ARG 
Holdings, though as a part of the total 
structure that comes under Cars. Jaguar 
Cars, though formally related in this way to 
its sister corporations, is very much an 
operation of itself and it has been that way 
for some time. If Mr Horrocks wants to add 
to that in response to you, I am sure the 
Chairman would permit that. 

Chairman 

52. But these companies are not sepa- 
rate entities completely, are they? Does Mr 
Horrocks, Chairman of Jaguar Cars Hold- 
ings, speak to Mr Horrocks, Chairman and 
Chief Executive of ARG Holdings and 
Chairman of Unipart Group? 

(Mr Horrocks.) If I may respond only, if I 
may say with respect, and I mean this quite 
seriously, through Mr Horrocks in his 
capacity as Group Chief Executive, Cars 
— and I really mean that — there is a duty 
and a discipline forced upon me to ensure 
that those three elements and Cars are 
maintained separately and there is no confl- 
ict of interest at all. If I may add to that, 
Chairman, the point Mr Maxwell-Hyslop 
made about whether we now permit Jaguar 



to call themselves Jaguar to some extent 
bears upon the point made by Mr Crowther 
earlier and my somewhat jocular leply, but 
that is the point, if I may make that. 1 hese 
three organisations are as free-standing as 
we can make them and they are he more 
free-standing by the day because that is the 
end to which we are working. 



Mr Maxwell-Hyslop ^ 

53. Will Jaguar Cars, even if you do not 
sell them off, end up as a company ; \ ou 
cannot have directors in the legal sense 
unless you have a company. Is it your aim 
that Jaguar Cars, whether or not you sell it 
off separately from BL, will at some stage 
become a company in the legal sense of the 
word, entering into contracts on its own 
behalf and with directors who are real 
rather than spurious, using the term “direc- 
tor” in the legal sense? 

(Sir Austin Bide.) It is a company, Sir, 
and it does have directors and they are 
directors in the legal sense. V ou seem to be 
making a distinction which I frankly do not 
understand. 



54. It is registered indeed as a company, 

is it? . 

(Sir Austin Bide.) Absolutely, yes. It is 
incorporated and has all the trappings and 
elements and so on of incorporation. 

55. That is what was not clear from 
looking at your organisational diagrams? 

(Sir Austin Bide.) But you did use the 
word “spurious” and they are not spurious 
directors. They are the directors of that 
company and they act as directors. 

56. I asked because it was the habit, for 
instance, in Rolls-Royce to term people 
directors who were not directors of anything 
in particular. There was a divisional struc- 
ture that imitated a company structure but 
did not have the legal form of that. 

(Sir Austin Bide.) Descriptive of the 
function rather than having a legal form. 

57. So that Jaguar Cars is a company in 
the legal sense? 

(Sir Austin Bide.) Yes, absolutely. 

58. And Jaguar Cars Holdings is? 

(Sir Austin Bide.) Yes, they all are. 

59. And above that on the organisa- 
tional diagram is Cars Group Chief Execu- 
tive, R. Horrocks, Is that a company, too, or 
is that just an organisation step between the 
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company known as Jaguar Cars Holdings 
and BL pic? 

(Mr Horrocks.) It is the latter, Mr 
Maxwell-Hyslop. 

60. Turning to capacity, Volkeswagen 
has a car-making capacity, we understand, 
of around 2 million units a year. What is 
your current total capacity? I am not talking 
about the breakdown between the different 
models, which I understand can be quite 
flexible. 

(Sir Austin Bide.) Are you speaking 
merely of cars? 

61. Of cars, yes? 

(Mr Horrocks.) The installed capacity of 
the plants we have active at the moment, 
assuming two-shift working, is in the order 
of between 600 and 700,000 units per year 
at the current mix and I say that because 
you will understand, I am sure, we could 
make more Minis and fewer of the larger 
cars. That is cars only. One would add to 
that some 100,000 perhaps for light com- 
mercial vehicles which are derived from 
cars. 

62. Does this come within the organisa- 
tional structure of Cars or the organisa- 
tional structure of Land Rover Leyland, the 
derived light commercial vehicles? 

(Mr Horrocks.) The figures I quoted are 
for cars only for the two vehicle manufac- 
turing companies that are part of the three 
in my shop. 

63. But the 100,000, if I hear you 

correctly 

(Mr Horrocks.) Those are commercial 
vehicle derivatives of passenger cars. 

64. But organisationally do they come 
under you and not under Mr Andrews? 

(Mr Horrocks.) Yes, they do, that is right. 

65. Then turning to Leyland Vehicles 
under Mr Andrews, what is your annual 
capacity and could you put that in the 
league table with IVECO and Daimler 
Benz? 

(Mr Andrews.) In the case of Land Rover 
Group, which covers Land Rover, Range 
Rover and Freight Rover vans, the capacity 
is of the order of 100,000 units per annum. 
In the case of trucks in the UK, the capacity 
is of the order of 25,000 units per annum 
and of buses and coaches, 3,000 units per 
annum. 

66. Is that single-shift or double-shift? 



(Mr Andrews.) That would be a mixture 
of single- and double-shift. We do not run 
the double-shift in our commercial vehicle 
assembly operations at this moment, so we 
have the ability to use that if we want to. 
We also have capacity overseas. I do not 
know if you are interested in that. I could 
give you the data. 

67. Is that assembly or manufacturing? 

(Mr Andrews.) Manufacturing capacity in 

India. We have capacity at the present time 
for approximately 20,000 trucks in India. 
That will increase over the next 18 months 
to approximately 25,000 units. 

68. So that clearly affects your profita- 
bility. Does that have any bearing on your 
UK economies of scale? In other words, do 
you produce any significant proportion of 
the parts for India in the United Kingdom. 

(Mr Andrews.) Not regularly, that you 
could depend on, certainly not in the sense 
that you plan capacity in one place to cross 
ship to another location. 

69. When we come on to economies of 
scale, you look like being the smallest of the 
full range European producers. To what 
extent can you offset this by collaboration 
and buying in, for instance as you are 
buying in gear boxes from Volkeswagen 
now? 

(Mr Andrews .) The Volkeswagen gear 
boxes that are bought in are for cars not 
commercial vehicles. We do buy in for 
commercial vehicles. We buy out virtually 
all our truck gear box requirements now 
from established gear box suppliers, so the 
economies are inherent in the supplier. In 
the case of engines we did conclude last 
year a collaboration agreement with an 
engine manufacturer, Cummins, in the light 
truck diesel engine range, which certainly 
will enable us to make the transition from 
being a low-volume producer and, there- 
fore, not a cost-effective producer into 
sharing capacity and output with another 
party, which will assist us in achieving 
competitive scale in truck engines up to 
about 180 hp. 

70. On the car side, Mr Horrocks, how 
do you stay in the marketplace with your 
scale of operations in terms of unit costs 
compared with your very much larger 
adversaries in Europe? Do you see this in 
the long term as opposed to just in the short 
term as a matter of buying in components 
rather than tooling them yourselves or 
collaboration agreements or what? 
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(Mr Horrocks .) A mixture of both those, 
obviously, with an eye to protecting our 
own ability to develop technology in certain 
areas ourselves, but interestingly, although 
very properly you position us in the second 
division, if I can put it that way, of the 
European car manufacturers and we would 
lean rather towards the top end of that, 
nonetheless the technological development 
in the manufacturing area in terms of 
assembly and particularly in terms of press 
shops now are giving us the possibility of 
rendering ourselves, even as a medium- 
sized producer, able to embrance through 
flexibility of manufacturing the sort of 
economies of scale that have only in the 
past been available to the larger manufac- 
turers, providing we design products which 
use across the range as many similar or 
similarly derived components as possible. 
That is our intention and that is our aim. 

71. Without asking you to name it, if it 
exists, looking into the future, Mr Horrocks, 
do you expect any of the first-league or 
second-league manufacturers in Western 
Europe to go out of business in the predicta- 
ble future, leaving the remainder with a 
larger share of the market, or do you regard 
it as prudent to make your assumptions that 
the existing number of competitors will 
remain in the predictable future whatever 
the fortunes of their various products may 
be? 

(Mr Horrocks.) If I answer that question 
it will be only my own opinion and the 
Committee must judge how well-informed 
they feel I am. I am prepared to answer it on 
that basis, if that is acceptable. 

72. Yes? 

(Mr Horrocks .) I would say it is my view 
that none of the present large European 
manufacturers will go out of business be- 
cause I would suggest, with respect, Mr 
Maxwell-Hyslop, the national governments 
concerned would not permit it. 



Mr McNally 

73. It is back to us, that at some time in 
the future a German Committee or a 
French Committee or a British Committee 
is going to have a national car manufacturer 
coming along saying, “You have to bail us 
out”? 

(Mr Horrocks.) I have expressed an 
opinion. I am sure Mr McNally can obvi- 
ously draw whatever inference he wishes. 



Chairman I 

74. We accept the answer. 

(Mr Horrocks.) It is just an opinion, as I . | 

said in my preface. f 

I 

Mr Maxwell-Hyslop J 

75. Turning to the Honda-BL XX pro- 1 

i 'ect, what will the UK content of this be? j 
lefore you reply or one of your colleagues 
replies, there are two things I am interested 
in, not only a percentage figure but what f 
there will be for the British component § 
industry, because we have had various 
figures put to us, for instance that you can f 
reach 65 per cent without buying in British f 
components at all. | 

(Sir Austin Bide.) So far as our attitude f 
about XX is concerned, we have been very f 
constant and firm on that I think, and I will f 

be corrected if I am wrong, the figure we | 

have been insisting upon is 80 per cent. I j 
think that is right. f 

(Mr Horrocks.) Absolutely, yes. j 

(Sir Austin Bide.) I would ask Mr Hor- 
rocks to comment on your point or your 1 
question about British componentry. f 

(Mr Horrocks.) I think it would be [ 
correct to say that if one takes the measure- 
ment of factory gate value, ex-works price, 
if you like, that at 60 per cent precious little 
in terms of local content, physically locally 
procured — and I must say Common Mar- 
ket, not British now, of course — physically 
Common Market sourced parts, precious 
little will be actually locally purchased. 

76. So that is the margin between 60 
and 80? That is the margin for the compo- 
nent industry? 

(Mr Horrocks.) With one proviso, if I 
may suggest it, that one really has to look 
closely at what sort of componentry is 
involved and to ensure that there is a 
reasonable and acceptable mix of high 
technology items within that 80 per cent. 

77. Lastly, when we took evidence from 
BL, I think it was two sessions ago or it 
might have been even three sessions ago, 
there was a positive policy of dual-sourcing 
suppliers, even though that entailed a high 
unit cost, for reasons of continuity so that 
you did not lose supply when there were 
industrial disputes among component man- 
ufacturers. Has the balance of advantage to 
you compared with the lower unit cost of 
single-sourcing altered in the last few years? 

(Sir Austin Bide.) I cannot, of course, 
comment upon what may have been said a 
session or two ago. I have no knowledge or 
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recollection of that. As to where the balance 
of advantage or disadvantage may have 
moved to in current terms, I would ask my 
two colleagues to comment because it ap- 
plies to both of them. 

Mr McNally 

78. Could I ask to save time, because it 
leads on very well, about British component 
manufacturers as suppliers? How do you 
feel? Do you get well-served by the compo- 
nent industry? 

(Sir Austin Bide.) Again my colleagues 
who are close to the sharp end must 
comment on that. From what I hear, from 
what I am told, it is a mixed bag, as you 
might expect, but perhaps you would per- 
mit both Mr Andrews and Mr Horrocks to 
comment. 

Mr Maxwell-Hyslop 

79. Single-sourcing as against dual- 
sourcing? 

(Mr Andrews.) In the case of commercial 
vehicles, we are not quite so far down the 
track of changing to a single-sourcing pol- 
icy, although that certainly is our objective 
if that gives us a benefit in terms of the cost 
of the purchased component, and that 
usually is the case. There are three forces 
which are driving us in this direction. The 
first has been the need for us to contain cost 
increases and to offset the effects of infla- 
tion, and clearly a combined volume gives a 
supplier a better chance of maintaining 
prices in those circumstances. Secondly, the 
effects of the recession itself have caused a 
good deal of concentration among the 
supply industry anyway as they have re- 
fined down the range of products each of 
them concentrates on, and thirdly, there is 
also a broader trend on a European scale of 
rationalisation among suppliers, for the 
reasons given and also for technological 
reasons, in the sense that those suppliers 
who are able to master new technologies are 
able to come up with very attractive pro- 
ducts, very attractively priced. All of those 
things are tending to anticipate that change 
from dual-to single-sourcing. In fact, in my 
view there would be a considerable disad- 
vantage to us today to remain with the dual- 
sourcing policy. 

Mr McNally 

80. Are you putting British suppliers 
under threat that if you do not get a good 
deal out of them you will switch your 
demand overseas? 

(Mr Andrews.) We have the obligation as 



manufacturers, because we trade interna- 
tionally, to endeavour to be internationally 
competitive. 

81. I think the answer to the question I 
was asking was yes or no? 

(Mr Andrews.) The answer is that, other 
things being equal, we would prefer to go to 
a British source for many reasons — con- 
venience, language, payment arrangements, 
credit arrangements. There are a lot of 
reasons which would drive us towards a 
British source. 

82. But even with all those arguments 
are you still finding yourself tugged in the 
other direction? 

(Mr Andrews.) In fact, the UK content in 
the commercial side of the business is quite 
high. In the case of trucks and buses it is 
probably of the order of 96 to 97 per cent. In 
the case of Land Rover it is round about 90 
to 91 per cent, although that tends to be 
influenced by counter-purchase arrange- 
ments that we enter into on the back of 
certain overseas contracts. In other words, 
there is a counter-purchase deal sometimes 
involved in certain overseas business which 
tends to increase it, but the fact is that both 
by design and preference we will go to 
British suppliers but there are certain com- 
ponents now which are not available from 
UK sources, for example, automatic 
transmissions in the large cars. You really 
have to go abroad to find them now. There 
is no source available within the UK that 
can provide that now. 

83. But this is what really frightens me, 
that you are continually being beaten back 
into a comer, that the expertise, the techno- 
logy, the design is all overseas now. 

(Mr Andrews.) It is not all overseas. I 
think where the UK will finish up is that it 
will become specialist and expert in certain 
aspects of the vehicle. I do not think the 
capability will necessarily exist or be able to 
exist in an economy of this size to provide 
the full range of parts and equipment for 
the manufacture of motor vehicles. We 
already see that in the machine tool busi- 
ness today. It would be very difficult in an 
economy, in an industry of this size, to meet 
every individual need. 

Mr Mikardo 

84. Can we have the similar figures for 
cars? 

(Mr Horrocks.) To answer the first part of 
the question, the policy of dual-or milltiple- 
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sourcing is no longer a policy in the car 
companies and they are single-sourced, 
except in the occasional situation where the 
original source finds itself unable to meet 
the total demand. Across the Cars Group as 
a whole, even including the Triumph Ac- 
claim, from the joint Honda programme, 
the local content in terms of value today is 
around 90 per cent, give or take a tew 
percentage points either way. As things 
stand, however, I have to say it will be my 
view, because of the sorts of pressures that 
Mr Andrews described which bear upon my 
business just as much as his, that local 
content is likely to diminish and the foreign 
content, most of which will be Common 
Market, may I say, could well increase by 
another 10 percentage points, so the 90 
might well become 80. 

Mr McNally 

85. In 1981 you told us about cost 
inflation being kept to about 1 per cent. 
What is the figure for 1982? 

(Mr Horrocks.) In cars, of the same order. 
(Chairman.) Let us now turn our attention 
to the question of productivity, industrial 
relations and manpower. 

Mr Crowther 

86. Sir Austin, can you tell me, as a 
preliminary point, why is it possible only to 
quote productivity figures for 1982 from 
January to October, although your docu- 
ment was published as recently as Febru- 
ary, which is five months later? Is it not 
possible to get the figures for the full year 
for productivity? 

(Sir Austin Bide.) I think we have them. 

87. Would they be significantly differ- 
ent from the January to October figure that 
is given in there? 

(Mr Horrocks.) Forgive me, could you 
remind me of the number? 

88. Yes, it says in the case of cars 8.83 
vehicles per man-year. Would that be 
roughly the figure for the whole year? 

(Mr Horrocks.) That is the same number 
for cars. Obviously there is a great deal 
variation between Jaguar, on the one hand, 
and Austin Rover, on the other, but 8.83 is 
the full-year figure for 1982. 

89. I see, because it is listed for January 
to October here. 

(Mr Horrocks.) It is a coincidence. In 
fact, we maintained the same high level 
during the last quarter. 



90. So that is a fairly significant in- 
crease over 1981 although not as great as 
the increase between 1980 and 1981. Are 
you looking for further increases in produc- 
tivity and how do the present figures 
compare with those of your major competi- 
tors? 

(Mr Horrocks.) Could I take the last part 
of your question first and say I am sorry, I 
cannot really give you any meaningful 
comment on that because I do not know 
quite how our competitors calculate their 
vehicles produced per employee because of 
their levels of integration and the mix of 
vehicle size and so on. I would only suggest 
that one can compare such figures, as it 
were, vertically rather than laterally, so I 
can give you a comparison, for example, lor 
Austin Rover and Jaguar separately and I 
would like to do that because they are quite 
different types of numbers over the period 
and I think those numbers would paint a 
picture in themselves. As far as we are able 
to judge, Jaguar last year and today is very 
close to being as productive in vehicle per 
man terms as its major competition in 
Europe, although the volumes are obvi- 
ously significantly different. Those parts of 
the Austin Rover Group where we have 
invested in new equipment — and one has 
in mind particularly the Metro plant in 
Longbridge — there is no question that the 
productivity levels in that plant are, I would 
venture to suggest, better than many of our 
competitors in Europe and are approaching 
some of the Japanese levels. The point I 
would like to make is that the Jaguar 
improvement has gone from a figure in 1980 
of 1.54 vehicles per man to a figure last year 
of 2.96 and a figure for the first quarter of 
this year of 3.45. That was driven as much 
by volume as by improved internal effici- 
ency. In Austin Rover history starts in 1979 
with a figure of 5.86 rising to 11.23 in the 
first quarter of this year. There was, as you 
properly state, a significant improvement in 
1981, the reason being Metro. Hopefully, 
we will be able to maintain and sustain our 
1983 figure based on improved productivity 
of Maestro. It is, therefore, a combination 
of improved efficiency and volume that 
actually brings us forward. 

91. Is it possible to make any compari- 
son with your overseas competitors on the 
matter of value-added per man? Would that 
be a difficult question? 

(Mr Horrocks.) Regrettably, Mr Crow- 
ther, that is an even more remote and 
difficult number to get at than the simple 



Printed image digitised by the University of Southampton Library Digitisation Unit 



THE INDUSTRY AND TRADE COMMITTEE 



23 



27 April 7953] Sir Austin Bide, Mr R Horrocks, [Continued 

Mr D R G Andrews, Mr F L Fitzpatrick and Mr N J Carver 



[Mr Crowther Contd.] 

calculation of cars per employee produced, 
unfortunately. 

92. I though it would be. How much in 
round figures? What kind of installed capa- 
city have you which is not fully operational 
now? 

(Mr Horrocks.) To be specific, about 200 
to 250,000 units per year equivalent, which 
is to do with our ability to run double-shift 
facilities — we are only running single-shift 
now — plus about another 100,000 which 
will be activated during the course of our 
new model development programme. 

93 . Do those figures represent the whole 
range of BL or just cars? 

(Mr Horrocks.) It is just cars. 

94. Regarding the figure you mentioned 
earlier, that is quite a substantial percentage 
above what you are actually producing at 
the moment, is it not? 

(Mr Horrocks.) That is so but that is, of 
course, really what our new model develop- 
ment programme is about. It is about 
actually being able to utilise that capacity 
that is already there. 

95. If you are able to reach something 
approaching 100 per cent utilisation would 
that result in further economies in pro- 
duction? Would you become more competi- 
tive as a result of that? 

(Mr Horrocks.) Yes. 

96. Would you also look, as a result of 
that, for a further increase in productivity in 
terms of output per man? 

(Mr Horrocks.) Mr Crowther, that would 
be one and the same. 

97. Do you have a target in mind for 
productivity or do you just expect continu- 
ing increases? 

(Mr Horrocks.) May I say, with respect, it 
is not quite that simple in this sense, that we 
obviously have a level of manning which we 
anticipate over the coming years tied into a 
sales volume driven by a model range and 
we can do those sums. That is fairly 
straightforward. The interesting thing is 
with the development of technology, parti- 
cularly in the areas of automation and 
robotisation and particularly in the area of 
vehicle assembly, these areas of business 
which are heavily manned are moving 
ahead apace and it has to be a fine 
judgment at the moment to know exactly 
how many more men we may need to meet 



our forward forecast production, to meet 
our forward sales volume. 

98. If we can turn to industrial rela- 
tions, in paragraph 19 of the Review of 
Performance 1982 — and I accept, of 
course, that this document was written 
before the recent strike — attention is 
drawn to what is said to be an improvement 
in industrial relations. I suspect it is mea- 
sured simply by the number of man hours 
lost through disputes. Are we really talking 
about industrial relations or are we simply 
talking about statistics here? Has there 
genuinely been an improvement in relation- 
ships, which I think is what we are looking 
for? 

(Sir Austin Bide.) Could I ask Mr Hor- 
rocks to comment on cars but I think also 
the Committee would like to hear about the 
other side of the business. 

(Mr Horrocks.) I think it would be right 
to say that the answer is yes in a simplistic 
way and I say that because one of the 
benefits we have had, all of us, in these last 
two or three years with a much lower level 
of dispute has been continuity of employ- 
ment and, therefore, continuity of wages. 
People have been able to plan their lives 
with a reasonable expectation of money 
coming in at the end of the week or the 
fortnight or the month, and I think that is 
one very real area where relationships with 
our employees have improved because that 
was not the case for many years before that. 
I think our understandings of relationships 
at the national level with, the unions have 
also improved, certainly from my stand- 
point during that period, and I think we 
have been able to explain to them very 
clearly what we as a business are about. 
Furthermore, in the last 12 months we have 
moved towards a greater degree of em- 
ployee involvement. We have not only 
quality circles but have gone on far beyond 
the simple question of quality into improve- 
ments in the workplace, and there are many 
of our plants these days where a significant 
number of employees join with the supervi- 
sion in determining what is the best for 
them in their workplace both in terms of 
machine layout and in terms of methods 
and all sorts of other things. That is very 
much a common discussion point. Finally, 
at the management levels of the business we 
have established a system of involvement 
with the national officers of the unions, 
both at district level and at the level of the 
senior stewards, whereby we discuss with 
them two or three times a year as appropri- 



Printed image digitised by the University of Southampton Library Digitisation Unit 



24 



MINUTES OF EVIDENCE TAKEN BEFORE 



27 April 1983] Sir Austin Bide, Mr R Horrocks, [Continued 

Mr D R G Andrews, Mr F L Fitzpatrick and Mr N J Carver 



[Mr Crowther Contd.] 

ate the general trends of the business and 
the manner in which things are going, 

99. Mr Andrews, I think you were going 
to comment on your side of the business? 

(Mr Andrews.) Yes. In the case of my side 
of the business, the formation of the pro- 
duct companies has of itself helped to create 
a much better sense of identity of people 
with their business, the products, the cus- 
tomers and the markets we are trying to 
serve, and we put in a considerable amount 
of effort in communication and discussion 
terms to reinforce that identity and sense of 
identity. That has been a positive develop- 
ment through all the businesses. We had a 
particularly difficult situation a year ago in 
Leyland Vehicles, particularly at Bathgate 
and at Leyland, where we had a long 
dispute over our restructuring programme, 
and there clearly existed in people in those 
two plants a considerable unease and also 
disagreement with the need for the major 
surgery that was proposed. In fact, eventu- 
ally that was accepted and that plan has 
been implemented. We have put in con- 
siderable additional efforts in the field of 
communications and consultation about the 
organisation in order to rebuild the morale 
and sense of identity with the business. To 
say we have reached the position that we 
want to arrive at would be a very brave 
thing for me to say and I would not claim 
that. I think we have made considerable 
strides since a year ago but I equally think 
we have still some way to go because so 
long as that business is losing money it will 
have an adverse effect on people’s attitudes 
because people absolutely want to be iden- 
tified with a profitable, successful business, 
not an unprofitable business. 

Mr McNally 

100. On this, you, Sir Austin, have to 
answer a question for this Committee about 
the fact that we have poured a lot of money 
into BL and at the end of the day, this 
morning, a senior trade union leader said 
that BL still has an industrial relations 
problem. Would you agree? 

(Sir Austin Bide.) I do not actually know 
of any company that has not got some 
industrial relations problems, and I am not 
trying to be frivolous but the millenium will 
have arrived on the day we achieve perfec- 
tion. Just exactly what that particularly 
leader was meaning 

101. It was Terry Duffy and he was 

talking about 



(Sir Austin Bide.) I would not claim, and I 
do not think any of my managerial colleag- 
ues would claim, we have achieved the level 
of relationships that we want and, I think, 
need, but we are working at it. It is not 
something that is being left to lie fallow. 
The Cowley dispute may well have revealed 
situations that could be improved. I am not 
saying it has, I am not saying it has not, but 
I can assure you and assure this Committee 
that the management will be examining 
that situation with the greatest of care. 

Mr Crowther 

102. This Committee had the benefit of 
visiting Cowley on 16th March very shortly 
before the dispute began and certainly my 
impression around the Maestro line was 
that the management team was very happy 
about the way things were going; they had 
4| per cent of the UK market in the first 10 
days and everyone was very pleased. Why 
then was if found desirable to introduce a 
change of working conditions within a few 
days? 

(Sir Austin Bide.) This is a complex 
matter and one I should like to ask Mr 
Horrocks to comment on as the director 
responsible. 

(Mr Horrocks .) Chairman, the question 
of the introduction of the change was to do 
with the introduction of audited plant 
status. I think that is a phrase which has 
passed into the language with all the 
visibility it has had in the last few days. 
That simply means a new level of produc- 
tivity targets were set for the plant so they 
could have the opportunity of earning a 
higher bonus. That was a process discussion 
on which were started in Cowley during the 
last quarter of last year and discussions 
about the matter have been going on since 
that time. The reasons it was felt necessary 
to introduce it in late March was that the 
initial sales impact we had on the Maestro 
was very good. That caused us to believe 
that it was necessary to bring forward the 
reduction increases of that car which had 
een planned for a little later in the year. 
Clearly in order to give our employees the 
opportunity of earning the higher bonus the 
introduction of the productivity improve- 
ments were felt to be necessary at a time 
when the volume was increasing, which 
would mean, of course, that there would be 
not question of any redundancy or anything 
of that nature. That was why the timing was 
as it was. 

103. Did anyone on the management 
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side make any attempt to find out what the 
reaction of the workforce would be? 

(Mr Horrocks .) The whole of the period 
between November of last year and late 
March of this year was spent in discussions 
with the stewards and with local officials on 
this very question of what would be neces- 
sary to get to that particular point. 

104. I am sorry, you are not answering 
the question. What I want to know is this: 
were you taken by surprise when the 
workforce came out on strike or did you 
expect that to happen? If you did not, why 
had you not got a proper forecast of what 
would happen? 

(Mr Horrocks.) Of course we did not 
expect there to be a strike. To answer that 
question in any other way would be a 
nonsense, I think, because that is not the 
way we run our business. We were, I think, 
surprised by the solidness of the strike itself 
but we certainly did not anticipate it and 
certainly did not introduce the new system 
with the intention of causing the factory to 
stop, obviously. 

105. But you had not found out, had 
you, whether the change was going to be 
accepted or not before you introduced it? 

(Mr Horrocks.) We had been through 
discussions with the stewards and we had 
been through the procedure and, of course, 
Cowley plant is the last plant in the Austin 
Rover Group to be able to qualify for this 
level and we would have had no problems 
in any other plants, which are quite happily 
operating at the new levels and, of course, 
enjoying the benefits of the increased bo- 
nus. 

106. Were the press reports correct that 
the argument was about six minutes a day 
on the day shift and nine minutes on the 
night shift? Are those figures correct? 

(Mr Horrocks.) Those figures are correct. 

107. So we are talking about a total of 
15 minutes’ working time covering two 
shifts, a total of l/ 4 hours a week out of 78 
hours? Is that correct? 

(Mr Horrocks.) That is correct, but that is 
only one aspect of the audited plant status. 

108. But I am looking at the amount of 
working time which has been lost or would 
have been lost if no change had been made. 
Am I right in my calculation that it would 
have taken over five years at 1 Z 4 hours per 
week to lose the amount of working time 



you have now lost as a result of the dispute? 

(Mr Horrocks.) I do not know, I have not 
done the sum myself, but if I may respond 
to what I think is the underlying point of 
the question if we had not, if the employees 
at Cowley do not feel themselves able or do 
not wish, for whatever reason, to qualify for 
the opportunity to earn more bonus by 
being more efficient and producing our cars 
more competitively, then it will not be a 
question as to how long it takes us to lose 
what, it will simply be a fact that we will no 
longer sell our cars at that point of time, and 
it is that fundamental. Chairman, you 
questioned me about our sales overseas 
earlier in this meeting. We are competing in 
a very tough market. We are competing in 
markets which are foreign to us. We have to 
produce value for money and we are often 
concerned by matters such as the value of 
sterling and so on. We have to compete to 
get the volume. We have, therefore, to be 
able to produce our product competitively 
and offer competitive value for money, and 
part of the issue at Cowley is really about 
that. 

109. But you have lost £120 million- 
worth of cars as a result of the dispute, you 
told us earlier. How do you become com- 
petitive by doing that sort of thing? 

(Mr Horrocks.) Certainly not by turning 
a blind eye to improved productivity 
methods and systems when we see that they 
are available and in themselves offer a 
better reward to people working for us. 

110. And that 1 /60th of the working 
week — which is what it is, l‘/ 4 hours out of 
78 in round figures — is absolutely critical 
to making Maestro competitive or not 
competitive? 

(Mr Horrocks.) It is absolutely critical 
because on that line we would then be 
making full use of the facilities which 
generally are not used and the public purse 
has given us money to invest in our business 
and we see it very clearly as our job to make 
sure that investment pays off to the opti- 
mum and the maximum in a competitive 
way. 

111. So you still feel with the benefit of 
hindsight that the decision to introduce 
change when it was introduced was a wise 
decision? 

(Mr Horrocks .) I think with the benefit of 
hindsight it was a necessary decision and I 
still believe that. 
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Mr Mikardo 

1 12. Can I get away from the merits or 
demerits of the particular dispute and back 
to the general question of industrial rela- 
tions, which you have told us both in 
writing and verbally are improving. Indus- 
trial relations are management understand- 
ing what workers think and workers under- 
standing what management think so that 
they do not get any misunderstandings 
between them. If it is true that there is an 
improvement is can only be an improve- 
ment because you understand what the 
blokes are thinking and they understand 
what you are thinking. You have told us 
you spent four months discussing this and 
you then totally miscalculated what the 
attitude of the men would be. How do you 
justify saying you have improved industrial 
relations when four months of examining 
the attitudes of the men leads you to make a 
totally wrong assessment of what their 
attitude would be to a certain contingency? 

(Mr Horrocks.) Could I take the last part 
of your question first. I answered Mr 
Crowther’s earlier question, I said in a 
simplistic way, by recounting what we had 
done. If I gave you the impression that I felt 
I was satisfied with the situation I gave the 
wrong impression because basically I join 
with my colleagues and Chairman in saying 
there is a lot still to be done. If I may say so, 

I understand that part of your question very 
well. Why did we not understand? Why did 
we not anticipate what the Cowley reaction 
would be? We were talking to the stewards, 
as is proper in these matters, who. we felt 
were properly representing the feelings of 
their membership. We thought we had 
explained to them not just what we wanted 
to do but why we wanted to do it. Clearly 
we were not as successful as we would have 
wanted to be in that respect because the 
men went on strike. There is no question 
about that. That is unarguable. As far as the 
question of what is wrong in the Cowley 
plant is concerned, the answer is that I 
cannot answer that question at this point of 
time because I think the Members of the 
Committee know that there is an investiga- 
tion committee that has been established, 
two from the union side, two from the 
management side, to examine the com- 
plaints in the plant that each party has 
about the other, and I suspect it is some- 
thing of a two-way street but I an not able 
to say exactly who is on the left and who is 
on the right. 

(Chairman.) Let us turn our attention to the 
size of the workforce. 



Sir Peter Emery 

113. What I do not understand, and 
speaking perhaps as a manager, is that if 
this was so essential and one was introduc- 
ing a new line — it is not as though it was 
an old line but an entirely new line and a 
new model — lam surprised that manage- 
ment did not get this right to start with and 
that the washing-up time was done away 
with at the very beginning of the inception 
of the production rather than later. I think 
that is a question that a lot of people would 
like to have an answer to, if possible. 

(Mr Horrocks.) I mentioned before that 
we experienced initial sales in Maestro 
which frankly were beyond our expecta- 
tions and I said that meant we had to bring 
forward an increase in production which we 
had planned later in the year. 

114. It was purely that? 

(Mr Horrocks.) May I add that we had a 
manning level on the line, people were 
learning how to assemble the car over a 
period of three or four months, they had not 
by then reached peak efficiency and we 
were not able to judge what level of 
manning would give the optimum solution. 
What we did not want to do was to go too 
early and declare people redundant who 
frankly, in the light of the sales that have 
occurred since, we would have been very 
happy to have continue working for us. It 
was an interaction of the sales reaction on 
the level of productivity in the plant Itself. 



Mr Crowther 

115. Can you give us an idea of what 
changes, if any, you see in the total man- 
power employed in the UK in the coming 
12 months? 

(Sir Austin Bide.) I cannot give you the 
figure for the coming 12 months. I would 
merely comment that we have, as I think 
you know, Mr Crowther, been able to take 
on some extra people on account of the 
Maestro’s success. I would hope we can 
continue to do just that but I am not 
sufficiently knowledgeable at this moment 
to be able to assure you that we shall be able 
to, but it may be that either of my colleag- 
ues could give you more information, 

1 16. Would it be reasonable to assume 
that at least there will be no further erosion 
of the workforce? 

(Sir Austin Bide.) Are you speaking 
generally or of cars? 






Printed image digitised by the University of Southampton Library Digitisation Unit 



27 



THE INDUSTRY AND TRADE COMMITTEE 



2/ April 1983] Sir Austin Bide, MrR Horrocks, [Continued 

Mr D R G Andrews, Mr F L Fitzpatrick and Mr N J Carver 



[Mr Crowther Contd.] 

1 17. Over the whole range of BL? 

(Sir Austin Bide.) On cars, how do you see 

that, Ray? 

(Mr Horrocks .) Yes, Mr Crowther, it 
would be reasonable and I am saying that 
having in mind that the market operating in 
this country is at about the present level of 
demand and an improvement in our sales 
overseas as we have seen to date. 

118. I worry about this a little because 
when Sir Michael Edwardes came on 4th 
March 1981 he assured the Committee that 
the number of people employed at the end 
of 1982 would be 100,000 and he specifi- 
cally rejected a suggestion from me that it 
would be significantly under 100,000. Then 
when he came at the beginning of 1982 he 
had revised that estimate to 87,000. When 
we look at your document we find it has 
finished up at 82,000; in other words, an 18 
per cent margin of error on his original 
forecast. So, I worry a little bit about 
manpower forecasts and I welcome your 
assurance that you are not expecting to see 
any further reductions. Could I make one 
other small point. Is there any question of 
transferring any production overseas or 
anywhere within the BL organisation? 

(Sir Austin Bide.) Not that I am aware of. 

119. You would be aware if there were 
any? 

(Sir Austin Bide.) I would hope so. 

120. Because there have been rumours 
to this effect and we would like them to be 
disposed of. 

(Sir Austin Bide.) I am interested to hear 
you say that. 

121. Particularly concerning Land Ro- 
ver production and concerning a plant you 
own in Spain. Can we be assured that there 
is no question of transferring Land Rover 
production to Spain? 

(Mr Andrews.) No, the company in Spain 
is a licensee of Land Rover and makes the 
vehicle under licence. We have an arrange- 
ment between the two companies but there 
is a relatively low volume of exchange of 
components between the two companies on 
Land Rovers and, for that matter, Range 
Rovers are fundamentally made in this 
country and will continue to be so. I would 
like to make one comment, if I may, on the 
manpower side because although Cars will 
be stable there will be some small reduc- 
tions on the commercial vehicles side be- 



tween now and the end of the year. Those 
have been announced. 

122. Will the workforce be affected at 
all by any further disposals of your various 
small subsidiaries on the lines of some that 
were disposed of last year? Does that 
process continue? 

(Sir Austin Bide.) The process continues 
but is what I may call the marginal, the 
peripheral. 

123. Do you have any remaining subsi- 
diaries of which you would wish to dispose? 

(Mr Fitzpatrick.) There is only really one 
company left in that category. I do not think 
it would be helpful to name it although it 
could probably be ascertained by looking in 
the annual accounts. We have not sold it. 
We constantly seek a buyer for it but it is at 
the present time still in the group. 

Chairman 

124. There are about four questions my 
colleagues still want to ask. Time runs very 
much against us. We do not have any 
washing-up time! 

(Sir Austin Bide.) You are not thinking of 
striking, are you? 

(Chairman.) Could we have brief questions 
and brief answers? 

Mr Cockeram 

125. Competitiveness, Sir Austin, is a 
product of a number of factors, I think you 
will agree. Do you accept that the recent 
reduction in UK inflation, particularly 
compared with that of our competitive 
countries, and the recent fall in the ex- 
change rate have benefitted your competi- 
tive position? 

(Sir Austin Bide.) Yes. 

126. Do you, therefore, foreseee in- 
creased sales in Europe following? 

(Sir Austin Bide.) We are working to that 
very end. That is our essential aim. 

127. That being so, turning to the US, 
for example, with Jaguar, the sterling/dol- 
lar exchange rate has moved favourably to 
you. Do you envisage your sales over there 
benefiting as a consequence? 

(Mr Horrocks.) There is a fundamental 
point I would like to make. The benefit you 
will get is in margin, not in volume, because 
we price our vehicles to the market. In other 
words, we do not move around a local 
overseas market place price relative to the 
value or, not of sterling. So, opportunities 
arise in terms of margin not of volume. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



28 



minutes of evidence taken before 



27 April 1983] 
Mr D 



Sir Austin Bide, Mr R Horrocks, [Continued 

R G Andrews, Mr F L Fitzpatrick and Mr N J Carver 



[Mr Cockeram Contd.) 

128. But would you not accept that you 
have an opportunity of either taking advan- 
tage of the improved sterling rate to gam 
increased profits or to adjust your price to 
gain increased sales? 

(Mr Horrocks.) Yes, we have. 



129. The fact that you have chosen the 

former is your option? . . . 

(Mr Horrocks.) Except that the pricing to 
the markets allows tor only very narrow 
margins and, therefore, the field lor ma- 
noeuvre is relatively limited, but in princi- 
ple you are right. . ... 

(Sir Austin Bide.) Your point is valid. 



the same car, for substantially less than he 
can buy a British car made in Britain from a 
British retailer, and your reference to the 
constant dialogue with the Commission is 
something which goes over the heads of the 
British consumer? 

(Mr Horrocks.) I think I would accept 
that totally. I would also say, though, that 
perhaps some of the consumers can remem- 
ber in 1977 when the reverse was the case. I 
would also point out that between Novem- 
ber of last year and March of this year 
sterling depreciated by some 15 to 20 per 
cent and, in fact, closed the gap we are 
looking at and today in Italy, for example, 
the difference is less than 12 per cent. 



130. Turning now to another aspect of 
European business, the EEC Commission 
have recently published a critical docu* 
ment, not merely of you but of UK manu- 
factures at large, about the difference m 
selling price between your cars on the 
Continent and here and they have gone 
behind that particular problem to look at 
the principle of exclusive dealers. What 
action are you taking to respond to this 
criticism? 

’ (Mr Horrocks.) I may say, first of all, that 
this is to some extent in the legal works of 
the Commission, as Mr Cockeram probably 
knows. We are in constant dialogue both 
directly with the departments concerned m 
the Commission and indirectly through the 
Society of Motor Manufacturers and Tra- 
ders in this country and the CCMC, which 
is the European manufacturers’ committee 
in Europe, putting forward the point — and 
this is a unanimous feeling across Europe 
on the part of manufacturers — that the 
desire for harmonisation of prices Is some- 
thing that really should be allowed to be 
dealt with by natural market forces and not 
tinkered around with by, if you like, me- 
chanistic views emanating from Brussels, 
because if the market was common both in 
terms of currency relationships and in terms 
of general and individual tax, if some 
members of the market had not applied 
over the past few years either price controls 
or price Freezes, then there would be a case 
to be made but it is a very uncommon 
market in that respect. 

131, I accept that there are bound to be 
differences between country and another in 
Europe but would you not accept that the 
consumer in this country cannot understand 
the reason for the difference in prices and 
that the consumer can go across to the 
Continent and import a ear to this country, 



132. Yes, but you said a moment ago, 

Mr Horrocks, that market forces should be 
allowed to correct this anomaly? 

(Mr Horrocks.) Yes. 

133. When you fix prices on both sides \ 
of the Channel what part can market forces | 
play because you have just admitted that it 

is not market forces that have closed the [ 
gap, it is sterling exchange rates? 

(Mr Horrocks.) In that particular respect 
you are right. May I point out to the 
Committee that we actually do not fix prices I 
in any market. To fix a price in a given 
market, I would suggest, you have to be the 
market leader and, regrettably, we are not 
in that happy position in any market at the 
moment. May I add that market forces and 
the way we can influence them, lor 
example, are demonstrated by the tact that 
over the past two or three years we as a : 
company have moved into price increases | 
which are much less than inflation on : 
average and the last price increase round, ■ 
for example when most of our competitors 
in this country moved between 4 and 5 per 
cent, our price increase was 3.4 per cent 
because wc know we have to do what we 
can to close this gap, but we do point out ; 
the volatility of currency relationships is 
something which impacts upon the market ‘ 
more rapidly and more drastically than any j 
manufacturer can counter. j 

134. You said you did not fix prices, ! 
which is half true. You do not fix the selling j 
price but the other half of that story is that 
you do fix the price that you charge your 
retailers when you sell your product to 
them. In view of the substantial difference 
in selling price, which is much greater than 
the UK dealers’ margin, in some cases, it is 
apparent that you can control the ultimate 
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selling price because you are clearly supply- 
ing the Continental retailer at a wholesale 
price at such a level as to enable him to sell 
to the consumer on the Continent at a price 
even below the wholesale price you are 
charging your wholesale dealers? 

(Mr Horrocks.) With respect, I reject that 
proposition simply because dealer margins 
themselves are a matter of competitiveness. 
If I may complete this, the wholesale price 
is a function of the retail price. The margin 
that lies between the two is a matter for the 
manufacturer to ensure he is offering his 
dealers a competitive deal. If he was not 
then those dealers would go and find 
another franchise where they could get a 
higher margin and, therefore, market forces 
operate in that area as much as anywhere 
else. 

135. If market forces operate how is it, 
therefore, that UK manufacturers — and I 
concede this is not merely addressed to you, 
though you are part of it — find it necessary 
to put obstacles in the way of Belgian and 
other car retailers supplying cars for the UK 
market? 

(Mr Horrocks .) I cannot answer for any 
other manufacturer other than my own 
company. May I say directly to you that as 
a manufacturer we have not placed ob- 
stacles in the path of anybody wishing to 
buy our cars in export markets. 

136. Are you, therefore, willing to sup- 
ply right-hand drive cars to Belgian retailers 
for sale to UK customers? 

(Mr Horrocks.) We are perfectly pre- 
pared to supply right-hand drive cars to 



Belgian retailers. That does not mean that 
Belgian retailers want to order those cars for 
stock. They will take an order for a cus- 
tomer and a deposit and process the order 
to us and we are prepared to fill that order. 
Obviously that process takes much longer 
than it normally would if the car was in 
stock in the showroom in this country. 

Mr Mikardo 

137. Sir Austin, could you tell us 
whether you expect in the period 1983 to 
1987 to maintain the level in real terms of 
your capital expenditure or would you 
expect to see a fall in the level as State 
funding is reduced? 

(Sir Austin Bide.) We have a pretty steady 
capital expenditure plan all the way 
through to 1987, as you said. 

Chairman 

138. Sir Austin, that brings us to the 
conclusion of the questions we wished 
specifically to ask you. It may well be we 
have not asked the question that you would 
have liked us to ask and you have your 
answer ready, so if there is such a question 
would you like to supplement your answers 
now? 

(Sir Austin Bide.) I have nothing further I 
would want to say. 

(Chairman.) Thank you very much. It 
remains for me on behalf of my colleagues 
to thank you and your colleagues who 
accompanied you this morning very much 
indeed for your attendance and for your 
answers to our questions, and on behalf of 
the British taxpayer to wish you well in the 
future. 
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